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President Vicente Fox's administration remains optimistic that the Mexican economy can attain a
projected GDP growth of 3% for 2003 even though the economic indicators for the first quarter of
the year remain uncertain. Some private analysts like Grupo Financiero Banamex- Citigroup say
economic growth was minimal during the first quarter of the year because of a sharp drop in exports
of manufactured products as a result of uncertainties ahead of the US attack on Iraq. An increase
in oil-export revenues, however, helped muffle the impact of reduced manufactured exports (see
SourceMex, 2003-02-26).
Armando Baqueiro, director of economic research at the Banco de Mexico (central bank), points
to indications that Mexico actually attained a GDP growth of 2.6% in January- March. The bank is
scheduled to release official GDP statistics for January-March on May 15.
Baqueiro and other central-bank officials said the unstable global situation, including the impact of
the conflict in Iraq and the downturn of the Asian economy resulting from the outbreak of Severe
Acute Respiratory Syndrome (SARS), will put a damper on global economic growth, including in
Mexico, for the rest of the year.
Speaking to reporters in late April, Banco de Mexico chief governor Guillermo Ortiz Martinez said
economic growth will be less than expected globally, perhaps at 1.5% to 2% for the US and only
about 1% for Europe. "And Japan faces a very difficult scenario because of the outbreak of SARS,"
said the central-bank governor. The sluggish global economy will almost certainly limit Mexico's
economic growth to no more than 2.4% or 2.5%, said Ortiz.
Even with the less-than-optimistic report from the Banco de Mexico, the Fox administration is
holding on to its forecast of 3% growth for the year. Various Cabinet officials, including Fox's chief
adviser Luis Sojo Aldape, Economy Secretary Fernando Canales Clariond, and Labor Secretary
Carlos Abascal Carranza, repeated this projection at various settings during April and May.
Sojo went as far as to predict that Mexico's economic performance in the January-March quarter
would be "the best" among the past nine quarters, and would even surpass the US GDP growth for
the same period. "This increases the probability that we'll attain the 3% growth," he said.
Similar statements came from officials at the Secretaria de Hacienda y Credito Publico (SHCP).
"There is no reason not to believe that the economy will recover in the second half of the year now
that the conflict in Iraq is no longer a factor," said Andres Conesa, the SHCP's director of financial
planning.
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Government's inflation target already in jeopardy
The administration's target of 3% annual inflation is also in jeopardy because of trends during the
first quarter of the year. Accumulated inflation for January-March was already at 1.32%, meaning
that the monthly consumer index would have to average about 0.18% each of the remaining months
for the administration to meet its target of 3%.
Some private forecasters like the Consejo Coordinador Empresarial (CEESP) say annual inflation of
just below 4% is still possible for this year. Administration officials, however, continue to promote
their target of 3% annual inflation. "Everything will depend on the level of wage increases during
the rest of the year," said Finance Secretary Francisco Gil Diaz.
A key factor for inflation this year will be the cost of electricity and gasoline. High prices for both
these utilities contributed to a higher-than-expected inflation rate of 0.63% in March.
Most forecasters see GDP growth at 2.5% or less
The administration's optimism about the economy does not match the projections from private
economists and international financial organizations. For example, the Mexico City-based
Consultores Internacional (CI) and the Consejo Coordinador Empresarial (CEESP) each has
forecast GDP growth at only about 2% this year, slightly below the rates of 2.3% projected by the
International Monetary Fund (IMF) and 2.5% by the Organization for Economic Cooperation and
Development (OECD).
On the other side of the spectrum, a survey conducted by the Confederacion de Camaras
Industriales (CONCAMIN) among its own members indicates that almost half the respondents
believe that Mexico will attain GDP growth of 1% or less. The Mexican business sector probably has
the most accurate picture of the country's economic situation.
Statistics released by the Bolsa Mexicana de Valores (BMV) indicate that 69 of the 106 companies
listed on the Mexican stock exchange reported losses averaging 11% during 2002. These companies,
which represent Mexico's largest business enterprises, continued to face sluggish sales and
economic losses in the first quarter of this year, said the BMV.
Tourism has been among the casualties of the weak economy and the decline in foreign visitors
because of the conflict in Iraq. The Secretaria de Turismo (SECTUR) said the Mexican tourism
industry had already been resigned to some decline in the influx of foreign visitors, with the number
of international airline passengers down 15% and hotel reservations from overseas customers down
more than 17%.
But the tourism sector was also hit by weaker-than-expected performance in the domestic tourism
sector. This was especially evident during Easter week, when resorts like Puerto Vallarta reported a
small decline in domestic visitors relative to last year during this traditionally busy period.
The disappointing statistics for domestic tourism are blamed in part on a weak domestic economy,
but may have also been affected by recent reports of contamination at many popular beaches in the
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country (see SourceMex, 2003-02-19). Some private-sector groups said the poor growth prospects
do not bode well for the employment situation. "This means that only 400,000 jobs will be created in
the formal economy this year," a recent CEESP report said. This is only one-third of the 1.2 million
formal jobs the Mexican economy needs to create each year to meet the country's employment
demand. "It will be impossible to meet this goal in 2003," said the Confederacion Patronal de Mexico
(COPARMEX), Mexico's largest employers organization.
In contrast, Fox promised to create 1.3 million jobs per year when he took office. Mexico is not
only unable to create new jobs but also to prevent the loss of existing jobs. The Instituto Mexicano
del Seguro Social (IMSS) says that the country lost more than 26,000 jobs in the formal economy
during 2002 because of bankruptcies, company relocations, and other factors. The administration is
confident that the jobless picture will improve during the rest of the year.
Speaking at a ceremony marking the international labor-day commemoration in Mexico City on
May 1, Sojo said the employment picture has "stabilized," and statistics will begin to show an
increase in job creation in April and beyond. President Fox proposes economic-stimulus program
Fox used the labor-day ceremonies to announce an economic-stimulus program and a commitment
to improve wages and benefits for Mexican workers. The program, which the administration expects
to contribute to job creation, relies heavily on public investment in infrastructure projects, such as
construction of highways, reservoirs, and electrical-power plants.
Also included in Fox's plan is support for job creation through increased credit and technology
training for small and medium-sized businesses and a reduction of paperwork and some tax reforms
for businesses in general. The proposal met with mixed reactions from labor and the business sector.
"The administration merely gave a new name to projects that were already planned, perhaps to give
them more focus," said CONCAMIN president Leon Halkin, referring to the infrastructure projects
announced by Fox. "But these programs are not new and may not come online for a while."
Representatives from the construction industry were pleased with the president's proposal because
the increase in public-works projects would boost demand for their services. Jorge Videgaray,
president of the Camara Mexicana de la Industria de la Construccion (CNIC), said the construction
sector could see a 3% growth in its GDP.
Some labor representatives also viewed the Fox plan as positive for the short term. "Nevertheless,
this should not be considered a project that will solve the country's problems in the long term,"
said Enrique Aguilar Borrego, director of the economic affairs committee in the labor organization
Congreso del Trabajo (CT).
Unions criticize labor-reform proposals
Labor reserved its strongest criticisms for Fox's proposals to privatize the electrical-power sector and
impose restrictive reforms to the country's labor statutes (Ley Federal del Trabajo, LFT). The LFT,
drafted in 1930, has not been modified since 1970. Former President Ernesto Zedillo had planned
to propose reforms to the LFT in the late 1990s, but never sent the initiative to Congress because
of political considerations (see SourceMex, 1998-08-05). Labor groups like the independent Union
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Nacional de Trabajadores (UNT) have referred to the administration's proposal as the "Abascal
Law," because its main proponent is Labor Secretary Carlos Abascal.
The plan has come under criticism because of provisions considered overly friendly toward
employers. Critics say the plan would impose severe restrictions on the right of workers to call
strikes, engage in collective bargaining, and freely affiliate with unions. In addition, employers
would be given greater latitude to fire workers. "We propose changes to our economic polices
that would place a greater emphasis on job creation and the defense of the standard of living for
workers," said Agustin Rodriguez Fuentes, secretary-general of the Sindicato de Trabajadores de la
UNAM (STUNAM), a member union of the UNT.
Some members of the center-left Partido de la Revolucion Democratica (PRD) have accused
the CT and other labor organizations traditionally affiliated with the former governing Partido
Revolucionario Institucional (PRI) of colluding with the Consejo Coordinador Empresarial (CCE)
to block significant changes to the LFT. "These two groups are getting together to maintain the old
labor structures and to reach agreements that would harm the working classes," said Jose Antonio
Rueda, who heads the PRD's labor committee.
The proposals presented by Fox and the CT-CCE have come under criticism because of other major
shortcomings, such as a lack of strong norms to prevent discrimination and sexual harassment
against women. The Confederacion Nacional Campesina (CNC) also weighed in with its criticism
of the LFT proposals. The CNC said the proposals do not protect more than 5 million agricultural
workers who earn less than 20 pesos (US$1.95) per day and lack even minimal access to medical
service, housing, education, and other benefits.
A large percentage of these workers are members of indigenous communities, said CNC leader
Heladio Ramirez Lopez. Ramirez also accused agricultural employers of violating the existing labor
laws, which, even though they are weak, contain some protection for agricultural workers. Even
with the criticisms of the LFT proposals, some legislative leaders raised the possibility that Congress
could begin discussions of labor reforms in a special session after the July 6 congressional and
gubernatorial elections.
Deputy Armando Salinas Torres, coordinator of the leadership council in the lower house, said
there is enough agreement among the major parties to develop an agenda to discuss labor reforms.
"Everything will depend on whether the legislative leaders and the political parties represented
in Congress reach a consensus," said Salinas, who is also a member of Fox's center-right Partido
Accion Nacional (PAN).
Any legislation passed in a special session would be the last actions by the current Congress. The
new Congress that will be elected in July is scheduled to take office in the fall. [Note: Peso-dollar
conversions in this article are based on the Interbank rate in effect on May 7, reported at 10.21 pesos
per US$1.00] (Sources: Epoca, 04/21/03; Agence France-Presse, 04/29/03; Notimex, 04/08/03, 04/09/03,
04/29/03, 04/30/03, 05/01/03, 05/02/03; La Cronica de Hoy, 04/08/03, 04/09/03, 04/10/03, 04/21/03,
04/29/03, 04/30/03, 05/02/03, 05/05/03; La Jornada, 04/08/03, 04/10/03, 04/16/03, 04/30/03, 05/02/03,
05/05/03; Agencia de noticias Proceso, 04/29/03, 05/01/03, 05/05/03; Reforma, 04/10/03, 04/29/03,
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05/01/03, 05/02/03, 05/05/03; El Sol de Mexico, 04/10/03, 04/25/03, 04/30/03, 05/02/03, 05/06/03; El
Financiero, 04/03/03, 04/07-10/03, 04/22/03, 04/25/03, 04/30/03, 05/02/03, 05/05-07/03; El Universal,
04/10/03, 04/29/03, 05/01/03, 05/02/03, 05/07/03; Milenio Diario, 04/10/03, 04/30/03, 05/01/03, 05/02/03,
05/06/03, 05/07/03)
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